Ten years after the start of the Great
Recession and in the midst of one of the longest U.S. expansions on record, concern is gradually turning to rising inflation. This is not An expectations-augmented Phillips curve provides a useful real-time metric for assessing the degree of economic slack: when inflation is well-below inflation expectations, it is unlikely that unemployment is below the natural rate given the historical experience. Using our novel data set of inflation expectations, we estimate the global inflation gap: the common component of the deviation of inflation from inflation expectations across advanced economies. We find that this gap has risen gradually since its low in the mid-2010s, but remains negative, as in the U.S. This suggests that there remains economic slack not just in the U.S. but across most advanced economies.
In short, while output gaps are likely closing given that the gap between inflation and inflation expectations is shrinking, we find no evidence that inflation is on the brink of surging ahead.
I. Cross-Country Inflation Expectations
We begin by compiling historical inflation 
III. Global Inflation Gap
The strength of the relationship between is year-on-year CPI inflation rate, is one-year-ahead inflation expectations of households or firms, is unemployment rate, * is non-accelerating inflation rate of unemployment rate (NAIRU) provided by the OECD. We residualize inflation gap and unemployment gap, i.e., we remove country fixed effects (and country-specific linear time trends for Czechia, Chile, Turkey, Israel and Germany). The scatter plot for raw data is provided in Error! Reference source not found.. Global inflation gap factor 90% CI US inflation gap
